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Jidda, Saudi Arabia, June 19, 1943. 


Subject: Requests of Middle East Supply Center for 
Detailed Information Regarding Saudi Arabia. 


inf] 


the 


compilation of statistics and the preparation of detailed 
reports applicable to the whole country. Doubtless the 
Middle East Supply Center finds it difficult to evaluate 
requests for items needed in Saudi Arabia without a 
statistical background to use as a guide. 





Recently, for example, the Middle East Supply Center 
representative in Jidda has been requested to make monthly 
reports on food stocks throughout Saudi Arebia, monthly 
returns of foreign trade, and a detailed census of all 


_motor vehicles in the country. These requests no doubt 
-geem reasonable enough to the Middle East supp 

oon but to anyone familiar with the conditions which 
, prevail 


ly Center in 
in Saudi Arabia, it is obvious that reliable date 


on these subjects cannot be obtained periodically or on 
any single date. . 


Saudi Arabia is a primitive country with government 


- reduced to its simplest terms: personal attention by the 
~ King even to the details of administration. The Saudi 


. authorities have no conception of the governmental 
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organizations maintained in other countries for the 
collection of statistical data, and if they did, they 
would think it so much wasted effort. The Saudi Government 
does not have the information desired by the Middle East 
Supply Center, it has no organization to collect it, and 

no desire to do so. Neitker the American nor British 
Legations have the staffs nor the requisite facilities. 


If sufficient pressure were applied, the Saudi officials; | 


might produce figures with which to fill each of the blanks 
in the forms prepared by the Middle East Supply Center, 

but even then the Middle East Supply Center would have no 
data on which reliance could be placed. 


In view of the foregoing, it would appear that the 
Middle East Supply Center might usefully bear in mind the 
special local situation when requesting statistical or 
other detailed information about Saudi Arabia. h in- 
formation as is obtainable, naturally, will be promptly 
supplied by either the American or British Legation. 
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Mr. Gordon Merriam,Chief 
Division of Near Sastern Affair 
Department of State 





C) ¥ 
Dear Gordon, wwe FAST CRN lo 

I am jotting down fror memory some of tie topics wl ic! 
were on my mind in J4sdda, which I should have fiivestigated 
on the grounds had Ionot been recalle:i. I can report more 
fully orally on any of them which interest you. 


1. Report of undue discrimination hy AHA) CQ against 
Saudi Arabian emloyees, 
Sheikh Yussif Yassisn, Derut: Jinister for Foreign 
Affairs sent for me early in June (while llr. !o9se vas 
away in Cairo). and sai’ he wanted to tell «6 about a situa- 
tion which, if allowed to cevelop, would aifect ac versely 


cultural relations an’ pood jill between the peoples of' yp 
Saudi Arab‘a and the ti ited States. There hac been repeated 
instances of a Sa'di Arab an workman succeedi ¢ to skilled 


work and responsible posts, without the advance:ent in wage 


fore saying that ARAMCO furnishes a livinr to unskill d la>or 
but offers no hope of advancenent. Furthermore, A A..CO fore- 
men are inconsiderate and hars-boiled toware all natives, 
irrespective of their personal worth or status, thus raising 
a serious "racial" issue. Native clerical eurloyeers have no 
social privileges and facilities (equivalent novsins,facilities) 
Lo those they are given by the Trag Potroleun Company which. 
is more derocra'ic on all these counts. 

I hac no chance to observe the facts on the ast Coast 
of Arabia, but my guess is that the above is unf undec, Nor 
do I think it is ordinary mark@t gossip, but rat!«r a plante’ 

_ ant*-American propaganda which coun’ be serious even t ongthi 
wrolly false. 


2. Allied ['ilitary l'issions,. 

So far the native reaction to the i'.S.!] ilitary i:,;ssion is 
not too good, The chief,Colonel Schomber,was preseiited to the 
King with every appearance that he represented an Aer’ can 

dertaking. After he had d‘sarpeared, eig'it members of a 
‘pe Byfitish military mission arrive unanmiounced and install 


/7 The Americans frequently expected keep postpofning arrival, 
with the marketplace openly predicting that the show will bee 3. 


> 
themselves as guests of the Saudi Arabian governnent. aS ‘~ * 
ms te 
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British,as usual. An advanced shinpnent of U.S. equipment ggri Se 
“including 2000 steel helmets. This makes a vad inivression ee \ 
it had been express tipulated that trajne«s would wear nrn~ 
~- Arab headdress at sty tines, and the Americans ere requested _ N 


tian 


to please return the helmets whence tiey came as they 
would NOT be used. : 

There are other indications that the )ilitary ».ssion 
may bungle matters,but since the: hed not arrived when I 
left I cannot report on the results. 

It may be noted that the two of°icers andi eight men 
sent ahead by the ritish to estanlish squatters' rights , 
were all Anglo S-xons. There was no sign that the: felt 
they had to send Sunni uslim military personnel. 


3- To my recent letter re lir. Jordan I should acd 
to you arally what I could not sen’ by imail past any censor. 
His emotional instability and lack of brecding, if not 
incipient insanity, are sugrested by the suc'en fits of 
rage when in the presence of stranrers he hurls vile 
epithets at his own career collearues, enithets too vile ‘to 
be put on paper. 


4. The only publication in Savel Arabia, ti-e weckly 
"Um al Qurah" published in liecca, has suspeanced puslication 
for lack of newsprint. This leaves the 4necom vitout any 
press whatsoever. 


5. I already believe wat T siioul 1 ke to struer in 
cetail on the spot, the value of one central cultvral 
center, Arab-American, 1 .cated at Cairo, erusalem,or !:cirut. 
This should »e a project with real proportions to include 
such services as: publication an’ translation »oth says of 
literature like the Reader's Digest to interpret the A:ierican 
and the Arab to eac other. Arvange exchanre of students 


and professors betweon ts countties., Provide exrerts 
survey parties,and technical missions to the several coun- 
tries. Arrange for vacational training in the Ara’) coun- 


tries: agric ultural,mmexk mechanical skill2 lator,pub- 
lic health, villatte education. Of course the center 
should also hav the usual features of providins lang ace 
studies both ways, anc courses and 1°-ctures in the culture 
of the Arabs an of the Americans. If done with competent 
personnel and at a well-intevsrated center, this would ba 
more fruitful than the exrnensive but dif used provram of 
the British Council. 


6. There are quite a few strikes acainst us in the 
ball game we are playing with our Tritish cousins: 


(1) They are on the ground in large nwibers and in 
many activities. We are recent aid few, 

(2) They give svery appearance of being permanent. 
The: have army officers and tivilian ofiicials looking 
for permanent careers in future agencies of tne ‘ritish 
government or of Allied serv ces, an’ they are villins 
to reside in Arab‘a. They tell the nat ves that the Americans 
as usual (except tie oilme”) will want to r2*urn to the ‘'SA 
after the way,and ca not therefore be ‘ealt with _seviously 
in commerce or politics. This receives a plausible confir- 
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mation in the reluctance of Americans to accept appointment 
to Saudi Arabia. I am not writine of officers of the Foreign 
Service or of the 'S Army, but of other agencies. \ihen they 
do come they make it plain ~*~’ at ther hove to ret away soon. 
This does not help us: natives say we are bess permanént, 
our halp will stop with Lend-Lease at war's end, so the: had 
better tie to the ‘ritish. 


(3) The British have Sunni ‘“iuslim subjects in large numbers 
who can be made available to Arabia and the Holy Cities to 
perform services American Christians cannot. (This is a “ritish 
planted argument. I never hear! it spontaneous ith an Arabian.) 


(4) Surrounded by Er’ tish controlled sterling-block countries 
Arabian merchants who woula like to buy from the US fear that 
they will be obliged to deal with British firms anc hesitate to 
shift to a mcre uncertain patron, 


(5) Britain claims to have both a perrenent interest and 
permanent plans for subsidy and stpply to Arabia. The 
USA claims a permanent economic interest bt is unable to 
give equal assurance that the American peonle and Congress 
will continue economic aid after the war. On this I'ir. ‘urray has 
asked me ‘to write a separate merorandun, 


7. Very simply,Saudi Arabian officials do not understand why 
we do not insist openly on prior ~conomic leadership in their 
country just as we concede freely prior British interest in 
Palestine,I,dia,Ira ,etc. The lack of such a reciprocal recog- 
nition by the British leaves the nat ves susricious that we are 
not serious nor permanent in Arabia. This issue,I believe, 

is crucial for our prestige. 
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POLICY COMMITTEE 


EXTENSION OF INCREASED FINANCIAL AND ECONOMIC 
ASSISTANCE TO SAUDI ARABIA. 


The Problem 


The extension of economic assistance to Saudi 
Arabia as a means of protecting the valuable oil con- 
cession held in that country by American interests pre- 
sents the following two general problems: 


1. Whether and in what manner this 
Government may cooperate with the British 
Government in providing Saudi Arabia with 
economic aid, and 


2. Whether Saudi Arabia is to be fur- 
nished with foreign military and financial 
advisers, and, if so, which of them should be 
Americans or British. 


Facts Bearing on the Problem 


Having insufficient sources of revenue to meet its 
expenditures, the Government of Saudi Arabia is dependent 
upon outside aid to make up ite deficits, Since the fall C 
of 1940 the British Government has been providing substantial 
subsidies to the Government of Saudi Arabia by supplying 
funds and goods free of charge. Recently this Government 
extended lend lease aid to Saudi Arabia by providing moderate 
quantities of goods and fifteen million riyals (approxi- 
mately five million dollars) worth of silver coins, such 
silver to be repaid in kind five years after the termina- 
tion of the present emergency when the situation may be re- 
viewed in the light of world silver conditions, The British 
Government has proposed to subsidize Saudi Arabia to the 
extent of thirty-five million riyals during 1944. At the 
same time the British Minister at Jidda, without prior con- 
sultation with the American Minister Resident, brought 
pressure to bear upon King Ibn Saud to reduce his expendi- 
tures to a point which, in the King's opinion, would invite 
political disturbances and severe economic dislocation, 
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If these British proposals are implemented, the 
British Government is likely to acquire a stranglehold 
upon Saudi Arabia through the device of controlling its 
economy. In view of the valuable American 011 concession 
in Saudi Arabia, this Government, of course, cannot afford 
to allow any other government to control the destiny of 
that country directly or indirectly. To obviate this 





danger, 


on hee 


danger, the President's approval was obtained to a 
suggestion thet this Government share the subsidy with 
the British on an over-all equal basis and to make use. 
initially of Lend Lease machinery to do so, 


When Mr, Wallace Murray was in London recently 
ag a member of the Stettinius Mission, he had an oppor- 
tunity to discuss Saudi Arabian matters with Sir Maurice 
Peterson of the Foreign Office, They agreed in principle 
that 1t would be desirable for this Government and the 
British Government to cooperate, rather than to compete, 
with respect to Saudi Arabia. Sir Maurice Peterson and 
Mr, Murray agreed, therefore, that American and British 
economic officials in Cairo should investigate the pos- 
sibility of drawing up a joint British-American goods 
subsidy program on the basis of fifty-fifty participation 
as far ae this might be done with due regard to the ship= 
ping situation and the logical assignment of loading areas, 
Subsequently, Mr. Moose and Mr. Landie met in Cairo with 
British officials to discuss this question, The American 
and British representatives agreed on a plan for joint aid 
on a substantial fifty-fifty basis. This plan was submitted 
by British officials in Cairo to London for approval, but 
it is understood that no reply has yet been received from 
London, Meanwhile, King Ibn Saud has appealed to both 
the American and British Governments for immediate aid, 
alleging that food and goods shortages have produced an 
economic crisis which may provoke disorders, 


While in London, Mr, Murray was also informed by 
Sir Maurice Peterson that King Ibn Saud had requested 
British military and financial advisers, Sir Maurice pro- 
posed a joint American-British military mission under the 
leadership of a British officer of Anglo-Saxon extraction, 
Recognizing the primary British military responsibility in 
the Near East, the Department, with the approval of the 
War Department, expressed its concurrence in this proposal 
contingent upon acceptance by the British of the viewpoint 
that, because of the primary American economic interest 
in Saudi Arabia, any financial or economic mission to 
Saudi Arabia should be headed by an American, 


In reply to the Department's suggestion, Sir Maurice 
Peterson stated in a letter addressed to the Embassy at 
London that possibly King Ibn Saud would accept only Sunni 
Muslim military advisers. He stated also that he assumed 
the proposal for a financial or economic mission headed by 


an 


G 
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an American had no application to the request by King 

Ibn Saud for a financial expert. He proposed, therefore, 
in this letter that the leadership of such a mission as 
the one the Department proposed should be determined 
according to whether Britain or the United States has 

a preponderant interest in the economy and finance of 
Saudi Arabia when a mission of this kind is formed, The 
American Minister Resident at Jidda has been requested to 
comment on this letter, and it is expected that there will 
be an opportunity to secure Mr. Landis’ views when he 
returns to Washington in the near future, 


Conclusions and Recommendations 


If the British Government agrees to the joint goods 
subsidy program worked out in Cairo, it is proposed that 
this Government provide its share of the needed goods through 
lend lease, — 


With respect to the question of advisers, it is pro- 
posed to have the American Minister Resident and the British 
Minister at Jidda proceed together to King Ibn Saud to 
ascertain precisely what his views are in regard to this 
matter, If it transpires that King Ibn Saud wishes a 
financial adviser, it is proposed that we furnish one of 
American nationality either to act alone or to serve as 
the head of a joint financial mission. Consideration is 
being given to the possibility of having the War Department 
or the Navy Department provide a suitable financial expert 
and send him to Saudi Arabia under statutory provisions 
making it possible for advisers to be sent on military 
missions to lend lease countries, 


Wallace Murray 
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Encloses extract from minutes of the Policy Committee meeting 
SUBJECT of June 28, 1944 and paper entitled “Extension of Increased 
Financial and Bconomic Assistance to Saudi Arabia. 


For the original paper from which reference is taken 


See __Instenction #161__ ng eng er 
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October 14, 1944 


A PLAN FOR THE FINANCING AND ECONOMIC DEVELOPMENT OF 
SAUDI ARABIA . 


Section B (Revised) 
Financing the Saudi Government on a Temporary Basis 


Due to economic dislocations resulting from the 
war there has been a serious decline in the revenues 
of the Saudi Government and a very considerable in- 
crease in its expenditures. This has resulted ina 
growing budgetary deficit which is estimated at ap- 
proximately $20,000,000 in 1943, $15,000,000 in 1944 
and a total of $50,000,000 within the next five years, 
without including 011 royalties in the Saudi Govern- 
ment's reverues,. 


The deficit is being met by a joint Anglo- 
American subsidy. After June 30, 1945, it is ques- 
tionable whether the United States can continue to 
subsidize Saudi Arabia through lend-lease. As it 
is anticipated that the Saudi Government may not be 
able to balance its budget until 1950, it is neces- 
sary to find ways of financing Saudi Arabia for a 
period of five years from June 1945 to June 1950. 
Commercial oil royalties will, it is expected, be 
more than sufficient to balance the budget in the 
financial year of 1950. 


The following proposal is based on the assumption 
that the total deficit for the five-year period will 
amount to $50,000,000 without including ofl royalties 
in the revenues. In order to present the proposed 
plan to finance Saudi Arabia for five years it is 
necessary to examine the situation in regard to the 
commercial o1i1 royalties which it is anticipated the 
Saudi Government may be expeated to receive from the 
Arabian American 011 Company during the five-year 
period. 


1945 
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Annual Refinery Commercial 

Capacity Royalties 
1945 21,550,000 bbls. $ 4,827,000 
1946 32,500,000 " 7,235,000 
1947 32,300,000 " 7,235,000 
1948 32,500,000 " 7,255,000 


1949 52,300,000 " 7,255,000 


150,750,000 " $33,767, 000 


The total revenues from commercial oil 
royalties for the five-year period of 
$35,'767,000 are $16,235,000 less than 

the estimated five-year budgetary deficit 
of $50,000,000. To meet this difference, 
the following plan is proposed. 


Proposed Plan 


The Navy Department should enter into a contract 
with the Arabian American 011 Company to purchase 
10,000,000 barrels a year for a five-year period 
beginning in 1945. By this contract the Navy Depart- 
ment would undertake to pay to the Arabian American 
O11 Company in advance the sum of $11,200,000 amount- 
ing to the total royalties which would be due to the 
Saudi Government over the five-year period irrespec- 
tive of whether the Navy Department took delivery or 
not of the 50,000,000 barrels of oil. 


Of the estimated $50,000,000 five- 
year budgetary deficit the Saudi Govern- 
ment would receive: 


a) from commercial oil 
royalties $33,767,000 


b) from advance oil 
royalties on the 


Navy contract 11,200,000 


Total $44,967,000 


This would leave a deficit amounting to 
$5,033,000. 


In order 


<S< 


In order to meet the remaining deficit, it is 
proposed that the War Department obtain the right 
from the Saudi Government to build and operate an 
‘St 3,0 on a SO~-year lease by paying a quit-rental 
of $6,000,000 which would be paid in five annual 
sums of $1,000,000 each beginning July 1, 1945. 


By this arrangement the Saudi Govern- 
ment would receive over the five-year 


periods 
Commercial royalties $33,767,000 
Advance royalties on 
the Navy contract 11,200,000 
Rental of airfield 5,000,000 
$49,967,000 


This sum in addition to the other revenues of 
the Saudi Government will, it is anticipated, be 
sufficient to enable the Saudi Government to balance 
ee budget during the critical period from 1945 to 
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